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to the stand " that there is no difference between the principles of 
imperial and local taxation." As special assessments are confessedly 
based upon the idea of equivalents and apportioned according to 
benefits accruing to the owners of land, it would be idle to argue 
with one who denies the first premise. 

There are many minor points upon which the author is open to 
criticism, as also several mistakes of fact. Among the latter are the 
statements that special assessments are unconstitutional in Minnesota 
(page 75), that their constitutionality is still doubtful in Illinois 
(page 76), that Adam Smith lays down value as the only standard by 
which taxes can be apportioned (page 81), and that American judges 
allow special assessments for benefit with reluctance (page 100). 

Victor Rosewater. 



The History, Organization and Influence of the Independent 
Treasury of the United States. By David Kinley. New York, 
Thos. Y. Crowell & Co., no date. — nmo, 329 pp. 

Mr. Kinley is a conscientious student, he has a distinctively 
economic turn of mind, and his book gives promise of usefulness 
in the career he has chosen ; yet it is marred by serious errors, both 
of fact and of inference. 

Let us take an example before going further. The author finds 
the Independent Treasury to be an obstacle to the nation's progress. 
It has been shorn of more than half its independence by a provision 
of law allowing the deposit of a part of the public money in banks. 
It ought to be shorn of the other half, he thinks, by requiring all the 
public money to be so deposited under proper safeguards. What 
shall those safeguards be? In order to answer this question, he 
inquires what they are now, and answers the latter question on page 
258 by saying: "The law permits the Secretary of the Treasury 
to accept other than United States bonds as security for public 
deposits." Then he builds not only a new system of public deposits, 
but a general banking system also, on a deposit of railroad and 
municipal bonds. 

Turning to the law (section 5153, Revised Statutes) which, he 
says, permits the secretary to accept other than United bonds, the 
same being printed as an appendix on page 288, we read : 

The Secretary of the Treasury shall require the associations thus desig- 
nated to give satisfactory security, by the deposit of United States bonds 
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and otherwise, for the safe keeping and prompt return of the public money 
deposited with them. . . . 

On page 86 Mr. Kinley says : " The banks were to be allowed to 
hold public money on providing security by the deposit of United 
States bonds, or otherwise." On page 236 he quotes the words 
expressly, " government bonds ' and otherwise ' " ; but lower down 
on the same page he says : 

The security required for deposits by the government is within the dis- 
cretion of the Secretary of the Treasury. . . . The secretary could legally 
accept other security than United States bonds if he chose, but the custom 
thus far has been not to do so. 

At the foot of this page he refers us to Appendix II, H, which 
is the law quoted above, being a part of section 5153, Revised 
Statutes. 

If this citation were made for any less purpose than that of an 
authoritative precedent for the construction of a new system of 
national finance, it would not be serious. Obviously, the word 
" and " is not the equivalent of " or " in matters affecting hundreds 
of millions of dollars. The bill, as originally reported, did not con- 
tain the words " and otherwise." How they came to be inserted, 
the following colloquy, which took place in the House of Repre- 
sentatives, April 2, 1864, will show : 

Mr. Hooper. I move to amend the 45th section by inserting after the 
word " bonds," in the eleventh line, the words " and otherwise," so that 
the clause shall read : " And the Secretary of the Treasury may require of 
the associations thus designated satisfactory security by the deposit of 
United States bonds and otherwise for the safe keeping," etc. 

Mr. Holman. I would inquire of the gentleman what the effect of that 
amendment is. The security now required of these depositories is the 
bonds of the United States ; the gentleman from Massachusetts proposes 
to insert the words " or otherwise " after the word " bonds," that is to say, 
the security shall either be bonds of the government or such other security 
as the Secretary of the Treasury may require. What other securities does 
the gentleman from Massachusetts refer to ? 

Mr. Hooper. By the present arrangement, or rules of the department, 
the secretary requires a personal bond in addition to the deposit of United 
States stock, and it was to cover that point that I offered the amendment. 

Mr. Stevens. The words are " and otherwise," not " or otherwise." 

The amendment was agreed to. 

Mr. Kinley begins with a sketch of the second Bank of the United 
States. This is brief, and is not so good as a brief one ought to be. 
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He then describes the condition of the country and the operations 
of the Treasury when it used the state banks as depositories. This 
chapter is good, and especially that part of it which relates to Tyler's 
veto of the Bank Bill which had been passed at his own suggestion 
— a veto which broke the heart of the Whig Party and ruined Tyler 
himself politically. Yet Mr. Kinley holds that it was fortunate for 
the country that the bill did not become a law. This is probably 
true, but the reasons assigned why it was fortunate are not altogether 
satisfactory. One of the provisions of the bill was that the bank's 
dealings were to be limited to coin, bullion, notes and inland bills 
of exchange, no loan to be made for more than six months, and no 
loan to be renewed. These are certainly among the rules of sound 
banking, yet Mr. Kinley finds them unsuited to the conditions of 
an approaching commercial crisis, because they are contrary to the 
" method of freely discounting at such times that has received the 
sanction of the experience and the judgment of wise bankers." 

As this thought, expressed in much the same language, crops out 
frequently in Mr. Kinley's book, it challenges examination. We had 
a crisis and a panic in this country a few months ago. The bankers 
saw its approach sooner and more clearly than other people did. 
Then was the time to " discount freely," says Mr. Kinley. Instead 
of doing so, the banks shut down on all discounts ; they became as 
unyielding as iron. Not only that, but they began to borrow from 
each other on the security of what they had previously lent to 
their customers, till the New York banks had $38,000,000 of loan 
certificates outstanding ; and, even then, they were for weeks in a 
state of semi-suspension. Now, what would have happened if they 
had pursued the opposite course, and " discounted freely " ? 
" Freely " is an elastic term ; but it must be taken to include all the 
paper that, in the judgment of the bank's officers, is really good. 
The result would have been that most, if not all, of them would have 
been wholly closed instead of being half closed, and the community 
would have suffered far more than it did. Only those would have 
been saved who obeyed the first law of nature — self-preservation. 
There are certainly wise and experienced bankers in New York, if 
anywhere. It would be hard to find any of them who would say 
that salvation last July was to be found in discounting freely. 
Perhaps Mr. Kinley would say, on further reflection, that, on the 
approach of a crisis, the banks ought to discount as freely as they 
can ; but that is a truism. Every banker will tell you that that is 
exactly what he does. 
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Space does not permit us to go much into detail. If we should 
do so we should find more in Mr. Kinley's pages to praise than to 
blame ; for he has brought together a vast deal of information that 
is scattered through our financial archives and laws, and his 
conclusions from them, and his running comments, are generally 
sound. Yet his book, while a vade mecum for those who are familiar 
with the subject treated, is not a safe guide for the uninstructed. 
It is inordinately spun out. Mr. Kinley has not yet learned the art 
of condensation. His chapter on " Crises " is extremely nebulous. 
The book would be improved if this were omitted altogether. 

My opinion is that Mr. Kinley's substitute for the Independent 
Treasury would be worse than the disease. Yet I agree with him 
that it is a disease, although just now dormant. It is dormant 
because the Treasury has at present no surplus to hoard, whereby it 
can draw money from business channels in a stream, to be discharged 
in a flood. Eventually, we shall have to deal with this evil sternly ; 
but we must remember that governments attend only to the pressing 
things, and this is not now pressing. It may be found, when the 
time comes for attending to it, that gauging the public receipts by 
the public expenditures, annually, will cure the greater part of the 
evil, besides curing the evil of profligacy which commonly attends a 
surplus. But there will still be a residue of temporary accumulation 
of money in the Treasury, which can only be prevented, as other 
governments prevent it, by depositing in banks. 

Horace White. 



